v ~ Approved For Release 2008/05/14 : CIA-RDP79-01082A000100010036-0

- \ SECR

uffice of fleports and kstimutes, Cla
Far Fast/Pucifie Branch

DOCUMENT NO. \% o

i CHANGE I CLASS! 1 o
y NTCLASSIFIED

CYASS. CHAMGED TO: TS 8 ©

NEXT REVIEW DATE:

AUTH: HR 70-2

DATE.'Z_ﬁ4¢1'%EViEWER; 25X1

INTELLIG:ENCE HIGHLIGHTS

WEEX OF <0 JANUARY - 26 JaNUARY 1948 ?

State Dept. review completed|

PACOM Review
Completed

Approved For Release 2008/05/14 - CIA-RDP79-01082A000100010036-0



— 25X1

8 Approved For Release 2008/05/14 : CIA-RDP79-01082A000100010036-0

Operation "Crank-up" ajparently to be launched, The US member of the ™C has
made a stutenent to tnut voly thal the US 1s planning weasures to nake Jdupen
"self-supporting at the ourliest possible time". In this connection, the

Army is to ask Congress [or unds for the liscal year begimi‘ng 1 July not
only to sup,ly necessities for the Ja;anese jeople but ulso rew matorials,
sparc purts, and other ilLems required for the expansion of peageful production.

This may be the first olficial announcement of "Operation Crank-up”, a
plan variously rurored tlaoughout the latter half of 1947, Under "Operation
Crank-up”, the US, it has boen said, would lend Jspan up to a billion and one-
half § US for the rehabiittation of tre Jupsrese economy. ,

At the least, tho UL situtement to the FEC is a recogn’tion that Japan will
continue to be a drain uron US resources urtil 1t can be put upon a sel f-supnort-
ing level. This joal, however, cannot be attained until Japan is able to enter
actively into the export rurket; Japan's econory is geured to fored gn trade. In
the past, Japan customarily irmported raw materials or semi-mamufactured artioles
and processed then for exiort, lence, it needs rimarily external ald for the
procuremont of imjorts rfur processin . This the US Congress is azvarently about
to b2 uasked to take undor aiv?semont.

Zaibatsu bauks escape iissoiution. It is reported that the Zaibatsu bhanking
interests will not be sublectod to A!ssolution measures to %he sare oxtent as
other Zaibatsu interests. The rouson for the exemntion is satd to bo the
importunce of credit facilitios in the rehubilitation of the Jasanese eConomy.
Before the wur, the Zaibatsu coutrolled thoe bankirg structure of Jupan and
theroby were enablcd to extend their active business trusis. Apparently, the
need for strong un-humperei oredit facilitiss in ths crucial months shead has
led to at least a postponement of the brouk-up in "excessive economic concentra-
tion" so far as the banks are concerned. ihether Zalbatsu interssts will
continue to control the bank*ng structure is extrevely doubtiul, however.

Inflation in Japan. Furtker analysis of the inflationary tendencies in Japan
shows that the f{cars of a runatey inflution lealing to ind
immediute [uture are exaggerated

___he Harch 1946 fijure of 12 billion yen note issue anvears to have bcen an
SaGHET

25X1
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abnormal one; the oificial figure of notec issue as of 31 March 1946 was 23
billion yen. Hence note issue had multiplied a proxinately 10 tinmes lrom
51 March 1946 to the end of 1947, This compares with a 30 times incrouse in
CN dollars during; the same seriod,

For the year 1947 through August, increase in note issue, elfective price
index and wages of mining workers (underground) a pear to have kent apace
(a;proximately 2 1/2 tines). Ilence, the ‘nflation a pears to have been ket
within bounds. Nonebheless, labor does have cause Lo cormlain, Average wages
of other workers during the save period inereased only about twice; undergpound
miners are lavored. Govcrnmental employees who carnct barguin collectively and
arc kopt to a fairly rigid wage base are particulurly hurbe. Further, wages
cusbonarily lag. 8o long us the industrial lovel resains fuirly sonstant, lsbor
will be squeezed by ths incr -asing prices. MNevortheless, the situation conbinues
criticals Increcasing nobte issue together with a low industrisl level mist ban
scrious economic consequences. Operation Crank-up is intended to obviabe these.

KORRA

Fubure Soviet capabilities. The recent Soviet refusal to neruit the UN
Commission to operate in North Korsa should not be taken as an indication of
lack of Soviet coufidence in the survival-power of its puspet North Korcan
People's Committee. Soviet boyeott was quits clearly indicauted from the time
the subject was placed on the UN agenda, and the failure of the USSR to execute
a diversionary maneuver for the purpose of ecsmouflaging its defiunce of a UN
resolution can in no sensc be attributed to a lack of political resources
occasioned by loss of the diplonatic initiative to the US.

The USSR is in continuous process of stripping lown its armed forces in
Korsa to a point where unilateral withdrawal is an imminent capability, and of
increasing Korcan participation in the North Xorcan People's Committee ko the
point wherc it is capable of ererging full-blown as an "autonomous" state. The
Kremlin is clearly committed to the policy of eventual domination of all of
Korea and has a_ purently decided to utilize the Peoplets Committece as a base for
this expansion. Its recent actions indicaute thut it has discounted the UN
Commission, together with "world opinion” which the Cormission reprcsents,
for what they sre wvorthe It is probuble hat the Kremlin will continue for the
present 1ts policy of siving the US "eunough roe" even to the point of suffering.
the US to establish un indejendent South Xor:oan Governrent, since it probably
believes that US forces would then be withdrawn, leaving the infant South Korcan
regime defenseless. AL such a Juncture the USSR would be found juide sresared to
carry out its sclf-imposed comitmont of "similbtaneous wikhdrewal' sinee it could
Chen let nuture, n the rorm of the Yorth Korcan Peoule's Army.take its course.
Such action would be based on the assumption thal the only possible US counter—
move would be that of a formal srotest in the U, On the other hand, the present
Soviet policy possesszs the distinet virtue off avoiding any weakening of the ’
USSR's position in North Korea, this leaving the ¥romlin srepared to counter any
move to strengthen the US position in the Southe

o/
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CHINA

RITY

There vas no rejor rdlitery activity in !anchuris curing the
pest weck. The Communists uere apperently building up reer urea stock=
piles in prejurction for another carjaign anc the Nutionulists were ini-
tivting & nev comund setup, once again separating the military and the
political leudership. The militury portion of the Mautionnlist l'unchurian
coumand will be vested in “el Li-huang, who is highly regurded in US cir=-
cles as o result of his successes during the latter phascs of the Chinese
cerpuisns in Durmi. lle is suld to have o very strong position in Army
politics «nd to be Macceptuble™ to the “hagpoa Clique.

!dlitary setivity in Horth Chinu was centered around Footing,
vith voth sides reportecly sustiining heavy cussualties znd in Shantung,
where the Commnists continue to return to those buse areas fron which
they ere uriven lust yeur, Coamrunist units in Shunsi countered the move-
ments of Yen lisieshun by pemuutm to wthin ten riles of Yents cupitel
at 'L.Liy‘.h-n.

‘the Coxmnists 2°X1
in the Tuihung region (L, Shansi) openly stute that their primry military
turget for 1948 is to curry the civil wur into, anu south of, the Yungtze
River vulley. The prect msjority of the Comrmunist regulars irom the Tai-

hang urec huve ..lreu.dy moved into llupeh, vhere Liu Fo-cheng is presently
enguled in trying Lo cut river com:mmcat.iong fron Szechvun to the eust

couste

Internul tolitical

" The control oi the Chinese Nation:l Governrent continucs in the
hunas of the richt-aiding extremists. Llegislitive Yuan elections appeur as
completely rresrranged und controlled b the Covernent as vierce the
Notional .wesenbly elections, with populur cynielsn anc lick of intercst
even rore in eviaence. The jiost noteworthy difference is thet wnile the
previous elections iere alrmost entirely run by the CC Clicue «- which took
a 1jority of seats and dictated the disposition of the remainder to other
Governuent fuctions as well as minority purtivs -~ the rresent elections
reveul thot this time more control will be shared by other rightist groups.
The Sun !dn Chu I Youth Corps, Hsuun Tieh-vu's Shanghal Garrison Headquarters,
the Burecau of Investiyation and Statistics! secret police, have built up
their election machines and assured themselves, in Shanghai at least, of a
lurger shore of the spoils than previously. Freliminury information from
the provmces » hoviever, indieuztes thut in Kisngsu and Cheklang the CC Clique
will o zin donimte cony.letely. -

The Chinese press, hungry for news fit to ;.rint, found a welcome
outlet in the Kowloon incident vhich ended in violence in Centon and Jemone
strutions in S’:nnghai. The offense to Chinese sensibilities found expresse
ion not only in the volume of the news coverage but in editoriul conmzent
in news;spers of @11 shides of opinion., On every side wurning ves given
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the ritish that unless the "krutal insult" was righted populur sentiment
might be more farcibly expressed. The uprour extended even to Ta K Fao
influentiul Chinese newspaper vhich normlly muintiins o rehtivsi? ration-
al and disjzssionute attitude., In genercl, the untoierd amount of attention
given this iinor incident wus u diversionary tictic to keep public attention
focussed on a foreign issue, uhile intern:1 mutters becume inereusingly

bud (see also "Lxternul iolitical" below),

bxtern:l lolitical

Cunton-Shanghai disorders. 3Iritcin hes demanded full co;pens
sation for losses at Canton and full encuiry into the identity of organ-
izers und jurticipunts in the attuck. China hus clabmed full COLILENSE.-
tion for the eviction of the Kowloon squatters. Both Governments re-

frained from mentioning the counterineident.

The Lmbussy reported on 23 January that Chinese authorities iere
reluctunt to adopt strong meusures to suppress the Canton-Shunshui dis-
orders vecuusc of the widesprend antd-Uritish und wunti-Us feeling, which
had oveen influmeda by "Governuent dominsited" propa;anda, Thus strong
meagures woulC expose the Governuent to charge of fuilure to resist im-
periulist ugsorossion. flso despite oxpressed Government intention to sufe-
guurd foreign lives and property, cnti-british propugundc. continues una- :
buted with implied inclusion of the US as likerdise imperialist, The Consule
Generul at Cunton has exchanged communieutions with Governor T.V, Soong on
necessury jrotective meusurcs to US und other foreign lives und property,
and is dissutisficd with the Governor's ussurances s 8ince the lutter lacks
the support of many high level leuders in South China,

A Nanking United Fress story of 19 Junuury reports Chincse sources
a4s suyinf that the Canton outbreuk vas intended inter aliu us & reprisul
for the sunctuary ufforded by the llong Kong Suthorities to Murshal 13
Chi~shen und other dissidents, In this connection it rey be. noted thut
the Hong Xong Government last yeor guve Li Chi-shen several wrrings thet
he would be ousted from the tolony if he continued to violate the terms of
his admission there which included abstention from "eaustic criticism of a
friendly govermicnt®, '

tossible Sino-Soviet rupprochement. The Nanking Embassy reports
thut on 23 Janusry Generul Cheng Kai~min (shose penersl reliability is
questioned) stutes members of the Foliticul Seience Group now strongly
favar rapprochement ith the USSR as meuns of insuring China's neutrulity
in an anticiputed US-USSR war and desire thut Chiung Kei-shek go ubroud so
that he 1ill not be un obstucle to suech a rapirochement, The Lmbussy further
reports thet Soviet Lilitury ittuche, General Roschin » 8llegedly had sug-
gested Soviet good offices in ending the civil var. Coupling these t..o
repcarts, the .mbussy believes thut it is posasible a Soviet mediution offer
has been mude und thut the deteriorating military position has disposed cer-
tuin elements in the Nutional Governent to accept.

Travel Fermits. Hollington Tong, of Governrent Inform.tion Office,

ZORAT
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stetes that possession of a resident (entrance) permit will ensble a
mtionzl of a foreign stute vhich has u trecty with China to travel in that
country. lon-treuty nationals und stuteless persons must apply to locaul
police stations for travel permits, .

Atonic lnerpy Comxission. In un utteryt to break the deazalock
betveen the US.! and the Commission mujority in the UN Atomie hnergy Com-
mission “orking Camittee, Lr. .iel llsieh-jen, adviser to the Chinese de- -
legation, on 22 Jamuary offered a comgromise jroposul. The USSt has in-
sisted on separzte internutionzl conventions, one to outlav utordc voupons
ana unother to establish a system of vorld controls, :hile the US and the
Conmission majority have supported o single combined plan. br, "ei jro-
posed sepurute conventions with co-ordinated enforcenent, so that the im-
plementution of the terms will be co-ordinuted. '

~ Chinose Technicul !lission to US. Since the arrivul in “ashington
on 16 January of the Chinese Technicul Iission, Iei Psu-yi, vho heuds the
rission, und his associutes huve been in duily conferonce with State le-
purtoent officials on tic wid plun Lo Chinz, uvhich, it is unticiputed, will
provide sufegu.rds for the US outlay, and stijulste an appropriate measure
of self-help. The [ission will be shown u copy of the proposed US plan
before it is prusented to Congress (see ulso "liconomic" below).

Economic :

Currency. Shanghusi nurkets vere unusually quiet during the pust
week. The_l_ig-rﬁ'gar blaclowirket selling rate receded fram CN $180,000 on
17 January to CN <160,000 on 23 Junuary 1948, lio change is noted in the
officiul "open® rute of CI (115,000 which w3 establishied on 12 January.
It is rejorted thut the issuance of large denomination notes has boen sus-
pended (Customs Gold Units notes of 1,000, 2,000 and 5,000 equivalent to
Cll .20,000, 40,000 and 100,000 respectively, introduced last month, have
been the l.r est denominations to upjeur to date); also thut sending cur-
rency by air is bunned., lolice controls and loan restrictions have czused .
the flight of sowe idle cupitul to Canton. Ioney remiins relutively tight,
forcing; interest rates up to neur 30, per month. :

Lemund uppeurs to be groving in upecountry arews for silver
dollurs thut wre still in circul.tion. The Communists are ulso showing less
interest in CN currency.

The Chinese press reports that ledl Tsu-yi, now in '.ashinston as
heud of the Chinese technical nission, would present to the US Governuent -
Chiang Xuj-shek's o ulternctive cwrrency reform plens for wiich lare
ezsh or credits woulu be requesied, One plun culls for o new peper cur-
rency besed on the yold stondurd and linked to the US dollur at the pre-
wer rete of 3.33 to US 1. The second plun is u mciul currcncy supplerented
by jarer no.es =nd bused on the silver stindurd. The lation:l Governrent
estirutes tint US ,300 million will be requirea to finince the currency re-
form project. The Governuent docs not plun to introduce the new currcncy
until cconomic stubility ha: been achieved. Shanchul foreign economie

S a
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writers regard the currency rcform tulk as an "eye-rash” even with US aid.

‘ Frices. Steudy arriwvuls of rice stocks at Shanghai have kept
the ret:il price at CIJ 1,100,000 a picul, the same price us reported on
16 Junucry 1948,

Shi . The Chinese merchunt fleet is now reported 31.6°
larger than it vas o year ago. During 1947, 1,039 vessels tere added,
bringing the total to 3,317 vessels iith gross tonnage of 951,826, The in-
creuase is attributed to the purchase of surpius from the US und other

.. eountries, and recoveries of vessels from Japan,

The port of Tsin:_,?tao is still closed to foreign shipping,

Tientsin wes cut off from the ses following Communist capture of
several points along the Hai River on 9 Januery 1948, Uithdrarmls after
tuo duys pernitted mavizutlion under military escort.

Railroads, The Feiping~-Suiyusn railroad from Lungshin to Tam
ws destroyed 31 December 1947, presumbly from war operations,

}ussenger service is open on the Feiping-ilankow line as far south
as Chosien. From Chosien soutinzmrd the line is budly dumaged but service
was reported restored as fur as Sunglintien by 6 Jenuury 1948,

The Changchun railroad of,erations are reportedly reduced to 87

kilometers operating from Suchiutun, south of lukden, to Tiehling, to the

north. lail service from Lukden to I'enhsi vus reopened on 3 January 1948.

ighvays. Changchun highvay commnicutions were recently re~
yported closed directions,

' Traffic wus resumed on 10 January 1948 on the highvay from Chuhe
sien to Changshan (20 miles) in Chekiang Irovince ufter completion of
reconstruction work,

Telecommnicutions, Radioplione service betveen Canton and Hong
Kong hus been inaugurcted with tolls of HK {12.00 for the first 3 minutes
and HK $4.00 for each additionzl minute, ilates from Shanghui to the US
are bosed on US $12,00 for the first 3 minutes converted at CN §89,000 to

us &

Coal. Commnist interruption of liorth Chinc railwsuys muy force

‘China to seek Canadiun, Fhilippine, Siberian or Indiun coal for Shanghai,

R
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Denonstrations for Eao Dui ‘s peturn. Barly in Decerber 1947 two
nestings took vlaes in the bain 4 'Alone betveen Trench Moh Cormissioner
Jollaert and former imnnsmito “rmeror DBao Dai at vhich the political basis
for Bao Dai's return wne settlad. TFollowine thesc meotinrs new molitienl
rroupings pradually emerred in both north and south Viotnom. Tallies
wers held in the crief eitics of Indochina, snonsored bty the Tietna-pse
fationalists who are onposed to o Chi Ilinh and his ¥iet inh, in order
to oxpross confiderce in the forrer erpevor's ability to lay the founda-
tions for "indever:once end wnity.”

;1th thesc raliies as a f’nmd $ion, the "Wioknoam fuog Nin Tan Toan”
or "Rasserblement !'mticnal Vietnamien” eﬂcrﬂod in Saigon, 1ts gin beine
to ~rour all rolitical ard resistance clorents in a mora effective strursle
for unity ard inderendecnce. The outcone of contacts with similar erouns,
such as the Ietional Tally lloverent in Tanoi, was the for-ation of the
"uoe Gia Lien Ilep™, which united such elerents in mme hloc behind Tao Doi
in an effort to rerlize Victnancso asnirations anart Srom the stmm-rle o°
Yio Chi Iinh's Vietrnan "lcpubhlic.

Tach dissensior aronrs NPao Dnl sumrorters has heen avident reeontly,
varticevlarly in ¢ke dissolvtion zrd re-eroation of mrerois corittecs in
north Vietnam, Iormer I'resident le-vane'oach of the Coehin China “overn—ent
vas ceriticized by some of the north Vietnam rrours for his close c¢ollahoration
vith the French, hut his faction countered with a new comnittes of its ovn,

These hé&.onstratio-+ have been shoncorcd by the Ironch so that Daoc Dai
may appear to be recalled $o Indochina at the Ypeonlo's demand.™ The
gchliem amons: the oo Dai suprorters, atiributed by many to persona) stru-~~les
for political »ositions and leadershiy of the pro-DBao Dai moverent in the
north, is a clear indication that dcspite Trench efforts to build a firfm
foundation for the fomer emperor’s roturn, they have failed to create the
cooperation amons the anti~Viet Iinh letionalists requisite €o the succeoss
of any rovermrient which nlans to exclude o Chi l4inh.

SIAM

Current Siamese pollties. The vrovisicnal ecovernmont headed by
Fremier Khuang Ap'ﬁﬁmong is planning to hold national clections on the
29th of Jamuary. Doecause the upper house of Farliament, the Senate, was
re-created as an anrointive body following the llovermber coup, these elections
will determine the cormosition of only the House of Represcntatives which
was dissolved in lovember., Uy these elections the rovernment will becore
leralized and permanent within the nrovisions of the new constitution,
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Premier Aphalwong and his Democratie Tarty are expeeted to win a
majority of the Ilouse seats, but because of the strensth of other varties
in Parliament a few opnosition leaders may be ineluded in the new eabinet -
to form a coalition rovernment. In exposine itsolf to a reneral olection,
the provisional rovernment is attenpting to demonstrate its stablilty and
to prove to foreirm roveraments that recornition should be sccorded to the
post-election rovormment.

A growinpenplit betvieen the Aphaiwony Covermment and 'arshal Thibul
and his .army supporters is rapidly assumine ominous pronoriions, primarily
because the provisional and basically civilian government is attempting to
adninlster Siam repardless of the wishes of the military. There ave many

- indications that the military may disecard Aphaiwongs, even if he is Guly

\

returned to office by the eleetions, in the event that his ~overnment eon-
tinues its independent course of action. If the military believe that
overt seizure of control is neeessary, andther coup d'etat will have to he
staced since the emerrency vrowers recently held by the military have beeon
returned to the ecivil authorities. ‘

LIDONESIA

Sienificance of erisis in Dutch-Indonesian nerotiations. TImplementation
of the recently si~ned Dukch-Indonesian truce will be cormlicated by Dutch
suspicions of Republican sincerity resarding a political settlerment and by
the Zepublie's railure to undorstand the immlications of the terms of the
docurents which were sircned on 17 Jamuary., The effect of these obstacloas
on Dutch-Indonesian relations were illustrated by the erisis which devcloped
after the truce was sirned and which nearly led to the collanse of the /00-
sponsored nerotiations. The erisis arose from the belief of the Duten dele-
gation that the Reopublic had only conditlonally accepted the 70C's Sig Prin-
cirles for politiecal settlement which the Dutch had alroady accepted un-
conditionally, The interoretation of the Nepubliean representetives re~arding
the GOC's Six Prineiples apvarently led them to believe that the Republic
could continue to conduct its owm forcion affairs and exercige other sovereirn
perquisites, despite the clear statement in the 5ix Princirles that such
govereipn rirhts will remain with the Jinedom of the Tetherlands until the
transfer of soverei~mty to a United Statos of Indonesia. “hile the erisis
vas later averted by President Sukarno's unconditional accentance of the
Six Prineiples, the ineident has reinforced the Duteh belief that the
Republiec would attempt to evade fulfillment of its cormittrients in any _
eventual political agreement. The tendency of both the Netherlands and the
Republie to derive vastly different interpretations from the same sirned
cormittment, and the habii of each party to recard its interpretetion as the
only one possible may readily lead to repeated breakdowns of nerotiations
and finally to a resumption of Dutch "police actiom” on the prounds that
dealings with the Republic are patently impossible, Varyins interpretations
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of the Linggadjati Agresment and refusals by both sides to give way finally
led after four monthe of increasingly involved negotiations to the “police
ection®™ of 20 July 1947.

FHILIPPINES

Defense Secretsrv may hesd mission to US. President Roxas has proposed
that Secretsry of National Defense Kangleon hesd o miscien to Veashington to
prass passage of ~ending US leglelatior bhenefiting Philivping vetarans,

“hile Roxas prefers that Kengleon, war-iime guerrilia leac:r 7 Leyte , head
the veterans' mission &s & nrivate citizen, Kangleon belicves that his assigne
nent to a mission which would be required to register as = lobby would be une
dignified. The Defense Sescretary, now in Tokyo conferring with General Mac=~
Arthur, ~refers to come to the US in hie official canacity in order to discuss
US policy concerning Philiopine defense snd to determine the extent of US
asristance "in nrenarstion for and during next emergency."

Roxag calle for armed showdown with Hukbhalshap. President Roxas, in s
two=hour extemnoraneous speech at the annuel meeting of -rovincial officials
on 22 January, called for an armed rshowdown "as quickly as —osrsible" with the
dissident -~essante (Hukbslahap), whom he labeled Communiste. Revieving his
adminictration since May, 19.6, the "recident declsred that the policy of
“avpeasement®-=including legislation nroviding larger rice cron shares for
farmers ard a land resettlement wrogram, vas a "mistake™ and a feilure becsuse
the dissidents did not believe either in -rivate rroperty or individual rights.
Tarning the provinelal governors and mayors to have no contact vith the disge
sidents vithout the knowledge of the Constabulsry, and stating he believed
that the armed neasante vere determined to overthrow the Government by liqui-
dating ite lendership, Roxas, sccording to an AP renort, saids "Thenk God
this Goverrnment has physical strength ard nower to control thie situstion,"

Roxae' sneech came less than a week sfter the moet recent Philiwpine
Constabulary offensive, begun 12 Jenuary and aimed at canture of dissident
leaders and the breakun of armed elements, erdede-as most ~revious cemraignse-
in feilure. This drive, firet termed "Operation lMystery" ard firally "Oper=
ation Carefree," involved approximately 2000 Constebulary men in a nlanned
15-day Central Luzon offensive agasinst an estimated 3000 Hukbalahap., The
Constrbulary task force commander admitted the helnleesness of his troons to
cope with the strategy of the Huks who dis-erse renidly in the face of large
Constabulary troop concentrmtiions and then re-=form their units when the
Governmert forces move on,

L]

The Roxae snsech is not expected to result in any immediate settlement
of the law and order nroblem. The speech,whlch wss doubtless designed as a
political meneuver to bolster the courage and gain the eu-port of hardpressed
rrovincial officials and for -o-~ular consumption, nevertheless reveals to ’
some extent ths sense of frustration the [hisf kExecutive feels at midpoint
in his term of office when he finds the most sericus immedieste oroblem still
remains the establishment of lew and order.

Philippine Congress faces storpy seselon. The Philippine Congress, which

convened on 26 January after an adjournment of eight months, is confronted
with legislative vnroposals on two reriocus and recurrently embarrassing problems--

N
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establishment of law and order in Southern and Central Luzon and settlement
of the colleboration question. It i= exrected that measures designed to
grant smnesty to political collaborstors will receive support from Congress-
men of both narties. The Congress will be divided, however, on the lawand
order problem with members of Roxas® Llbersl Perty unwilling to mske con=
cessions to the militamt discidents and the minority inclined towsrd further
attempts to mediate. Thile President Roxze undoubtedly stated the Adminis-
tration's stand on one or hoth of these ~roblems in his Stete of the Nation
message it is likely that he stressed more firmly issues which require addi-
tional US financiasl asristance--vetersrs benefits, develormental loana, and
additionsl war damsge,

The current seeslon of Congress vill be in all likelihocd a stormy one.
Minority strength is -resently on the increase, and party feeling is intensi-
fying. Before Congress orened both Liberals and the minority had taker well
defined stands along lines vhich vill orobably become more sharnly drawn as
the session continues. Moreover, developmerts during this session of Congress
should definitely chawe the presidentisl car-2lgn of 1949-50. The uncompro-
mising stand of the Roxas Govermnment wowaru ihe Lugen dissidente has given the
opposition an issue u-on which to make noliticel canitel, and amesty, if
granted, will release from the stigmes of collaboration a highly capsble group
of men whose political ambitions will beeome wells=defined,

AUSTRALIA

The margin between Australian exports to and imworte from the US was
unfavorable to Austrelis in the amount of & 125,000,000 for the first five
months of the current fiscal yesr. Vhile this figure might scem to belie
the effectiveness of the immort r-strictions and the concurrent export drive
initiated in November, it is believed that the full effects of there nolicies
will not be felt for several months, Australian Governmment officials are
looking; to the Curopean Recovery Program for the incressed rurchasing —over
in Furopve which would increase their exrorte.

NEV ZEALAND

Representatives of the French are consulting with the New Zealard
National Airways on French aviation in the Pacifie. The French are planning
an extension of their air services from Noumea to Papeets snd Tehiti via the
Fiji and Cook Islards, '
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